THE TEXT YOU ARE VIEWNG | S A COVPUTER- GENERATED OR RETYPED VERSI ON OF A
PAPER PHOTOCOPY OF THE ORI G NAL. ALTHOUGH CONSI DERABLE EFFORT HAS BEEN
EXPENDED TO QUALI TY ASSURE THE CONVERSI ON, |IT MAY CONTAI N TYPOGRAPHI CAL
ERRORS. TO OBTAIN A LEGAL COPY OF THE ORI G NAL DOCUMENT, AS IT
CURRENTLY EXI STS, THE READER SHOULD CONTACT THE OFFI CE THAT ORI G NATED
THE CORRESPONDENCE OR PROVI DED THE RESPONSE.

UNI TED STATES ENVI RONMVENTAL PROTECTI ON AGENCY
JUN 16, 1981

M. R W Kreutzen
General Manager

Envi ronnmental Affairs
Chevron U. S. A Inc.

P. O Box 3069

San Francisco, CA 94119

Dear M. Kreutzen:

This is in response to your letter of May 8, 1981, requesting an
applicability determ nation for the Ri chnond Lube G| Project. This project
wi Il modernize lube oil facilities and increase |ube oil manufacturing
capacity. Current O fset Policy provisions do not pernmit construction of
this project, since it would result in a significant net increase in
em ssions in a nonattai nnent area w thout an approved SIP. However, EPA has
proposed to change the definition of source in nonattainnment areas (46 FR
16280, March 12, 1981). Under the new definition, your evidence indicates
there would be no significant net increase in VOC em ssions at the refinery,
and the project would thus not be subject to review under the Offset Policy.

Chevron submtted a permt application for this project to the Bay Area
Air Quality Managenent District (BAAQVWD) on March 5, 1981, and the permt is
currently undergoing review. Chevron expects that shortly the application
wi Il be approved and the district will grant the authority to construct.
Your letter requests our determination on a problemregarding the
enforceability of this permt.

Section Il. A 7 (v) of 40 CFR 51, Appendix S (45 FR 52742, August 7,
1980) specifics that in determining if a net em ssions increase occurs,
acconpanyi ng decreases in actual em ssions occurring at the source are
creditable only to the extent that they are federally enforceable. Even
t hough the BAAQWD has approved authority to construct rules pursuant to the
Clean Air Act of 1970, rules adopted to conply with the 1977 amendnments and
EPA i npl enenting regul ati ons have not yet obtained final approval from EPA
Chevron requests EPA concurrence that em ssion decreases in the Lube Ol
Proj ect be considered federally enforceable.

DSSE agrees the decreases would be federally enforceable. Federally
enforceabl e, as defined at 40 CFR 51, Appendix S (I1.A 15), neans "all
limtations and conditions which are enforceable by the Adm nistrator,

i ncl udi ng those requirenments

devel oped pursuant to CFR Parts 60 and 61, requirenents within any
applicable SIP, and any permit requirenents established pursuant to this
Ruling, 40 CFR 52.21, or under regul ati ons approved pursuant to 40 CFR 51.18
or 51.24". Provided the original Section 51.18 pernmit regulations are still
in place, these can continue to be used to establish an enforceable permt
condition. The inportant parts of the current and proposed rules are the
sane, and the change in the Bay area rul es does not nean EPA considers the
pernmit no longer federally enforceable. Although concern has arisen over
the ability of the BAAQWD to insure that offsets proposed by Chevron are
carried out (a concern which arises if EPA adopts a definition of source
which allows Chevron to use netting in this situation), this potenti al

probl em shoul d be resol ved through discussion with the Region | X office.

This determ nation constitutes an opinion as to whether the permit is
enforceabl e and does not in any way represent a judgnent as to the validity



of any offset or approval of any permit. The permt itself is conditioned
upon approval by the BAAQVD with appropriate requirements. Approval to
construct can only be given if EPA changes the definition of source in
nonattai nment areas to one which woul d enabl e Chevron to offset the project
em ssions by obtaining reductions in other areas of the refinery.

Regi on | X has expressed concern over possible increases in throughput
and other factors which may increase the anount of offsets required. We
advise you to follow up this response by contacting Region | X, to ensure
that any required permts are obtained and all applicable New Source Review
Provisions are net. Rick Sugarek is the regional contact and he can be
reached at 415-556- 3454,

Thi s response has been prepared with the concurrence of EPA's O fice of
General Counsel .

Si ncerely yours,

Edward E. Reich, Director
Di vision of Stationary
Sour ce Enf orcenent

cc: Mke Trutna
Bill Pierce
Eric Smith
Ri ck Sugar ek
Nancy Mayer

Chevron U. S. A Inc.
555 Market Street, San Francisco, California - Phone (415)894-3041
Mail Address P.O Box 3069, San Francisco, CA 94119

R. W Kreutzen
General Manager
Envi ronnmental Affairs

May 8, 1981

M. Edward E. Reich (EN- 341)

Di vision of Stationary Source Enforcenent
Envi ronnental Protection Agency

401 M Street, S W

Washi ngton, D.C. 20460

Dear M. Reich:

Chevron U.S. A Inc. recently announced plans to nodify its mpjor refinery in
Ri chnond, California across the Bay from San Franci sco. The nodification

i nvol ves nunerous nodifications of existing equipnent, and additions of new
equi prent, and is called the "Richnmond Lube Ol Project.” W would greatly

appreciate your confirmation of our conclusions regarding the applicability

of certain EPA air pollution regulations to the Project.

The Project will consist of modern lubricating oil manufacturing facilities
at the Refinery. The new facilities will increase |ube oil base stock

manuf acturing capacity to about 9,500 barrels per day and will make the | ube
oils fromdonestic, rather than inported, crude oil. The Project wll

repl ace aging, less efficient facilities that are now used for |ube oil
manufacture at the Refinery. Wile Chevron will make a capital investnent
of $440 mllion to construct the Project, the Project is only a snall part
of the Refinery, which refines about 300,000 barrels per day of crude oil.
The Project will create about 1,200 construction jobs and about 50 permanent
new jobs at the Refinery. By retiring old equi pnent and addi ng nodern

pol lution control equipnment, the Project will reduce the net em ssions of
all air pollutants fromthe whole Refinery, even though |ube oil

manuf acturing capacity is being increased.

Mbst inmportantly, the Project will not result in a "significant net



em ssions increase of any pollutant” (as used in 40 C.F. R 52.21 (b) (2) ,
52.24(f) (6)) at the Refinery, if the decreases in actual em ssions
occurring at the Refinery in connection the Project are "federally

enf orceabl " and hence creditabl e.[ SEE FOOTNOTE 1] W believe that the
Proj ect em ssions decreases will be "federally enforceable" and we woul d
appreciate your confirmation of our concl usion.

[ FOOTNOTE 1] We assune that the "dual source definition (40 C.F. R
Subsection 52.24(f) (3) and related sections) will be elimnated as proposed
by EPA (see 46 FR 16280, March 12, 1981). 1In this letter, we do not

consi der that issue nor do we ask for any EPA interpretation concerning it.

M. Edward E. Reich - 2 May 8, 1981

Qur conclusion is based upon the fact that the reductions will be mandated
by "limtations and conditions which are enforceable by the Adm nistrator,
including . . . requirements within any applicable State |nplenentation

Pl an, and any permt requirenments established . . . under regul ations
approved pursuant to 40 CF.R 51.18" (40 C.F.R 52.21(b) (17), 52.24(f)
(15)). In order to construct and operate the Project, Chevron nust obtain
an Authority to Construct and Permt to Operate fromthe Bay Area Air

Qual ity Managenent District (BAAQVD). The District Authority to Construct
the Project will contain limtations and conditions requiring all Project
em ssion reductions.

The permit application was recently submtted to the BAAQVD and is currently
under review. Additional supporting information requested by BAAQWD st aff
has been provided. As pertinent background information, the follow ng brief
chronol ogy of BAAQWD rul es and our application to construct is provided:

1. 1972-1975: EPA approves the District Authority to Construct rules, and
amendnents to the rules, pursuant to the Clean Air Act Amendnents of
1970 and 40 C.F.R 51.18. A copy of the EPA-approved, anended District
rul es, which we obtained from EPA Region | X and which are marked with
EPA' s approval dates, is attached as Exhibit A

2. 1977-1980: The District adopts further amendnments to its Authority to
Construct rules to conply with the Cean Air Act Anendnents of 1977 and
EPA i npl enmenting regulations. A copy of the current District rules is
attached as Exhibit B. Please note that the anendnents recodify and
general ly expand on the EPA-approved earlier version (for exanple,
conpare Exhibit A sections 1301 and 1302 with Exhibit B, sections 2-1-
301 and 2-1-302). The anendnents have been subnmitted to EPA Region |IX
for approval, but we cannot wait any |longer for EPA Region I X to act.

3. March 5, 1981: We applied to the District for an Authority to
Construct the Project under the currently effective District rules
(i.e., Exhibit B). Chevron applied on the basis of a net Refinery-w de
decrease of all pollutants emtted by the Project. W expect our
application to be deened conplete very soon and the District to grant
the Authority to Construct pronptly.

You may assune that the BAAQVD will incorporate as conditions of the final
Authority to Construct at least all of the offered eni ssion reductions.
Such reductions will, therefore, apart fromthe "federal enforceability”

requi renent, prevent any "significant net emissions increase" fromoccurring
at the Refinery. G ven these assunptions, we ask that you confirmthat the
Refinery reductions required by the District Authority to Construct the
Project will be "federally enforceable" (as used in EPA air pollution

regul ations).

We are concerned about this nmatter because of the size, inportance
M. Edward E. Reich - 3 May 8, 1981
and fast schedule of the Project. Accordingly, we would greatly appreciate

your pronpt and brief witten confirmation of our conclusions, and
publication of your confirmation in the Federal Register.



Si ncerely,

RW Kr eut zen
Att achnent s

cc: M. K T. Derr
Pr esi dent
Chevron U. S. A Inc.

M. W J. Price
Seni or Vice President, Manufacturing, Supply & Marketing
Chevron U S. A Inc.

Ms. Sheila Prindiville
Acting Regi onal Adm nistrator
EPA Region | X

215 Frenont Street

San Franci sco, CA 94105

M. Richard Biondi (EN-341)

Di vision of Stationary Source Enforcenent
Envi ronnental Protection Agency

401 M Street, S W

Washi ngton, D.C. 20460

Eric Smith, Esq. (A-133)

O fice of General Counsel

Envi ronnental Protection Agency
401 M Street, S W

Washington, D.C. 20460

M. Mchael Trutna (MD 15)
Envi ronnental Protection Agency, Standards
I mpl ement ati on Branch
Ofice of Air Quality Planning and Standards
Research Triangle Park, NC 27711



